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Abstract

The research aims to study the causal relationship between spending
on education and economic growth in Malaysia during the period 1990-
2020, by relying on the causality test methodology presented by today
yamamoto after conducting the Augmented Dickey-Fuller test for the unit
root and the AIC test to determine periods of slowdown as well as the
random variable tests. As for the research problem, the directions of the
causal relationship between spending on education and economic growth
may differ due to the different nature of the economic structure, and it may
be one way from spending on education to economic growth or vice versa,
or it may be two directions, Several conclusions were reached, the most
important of which is the existence of a one-way causal relationship between
the dependent variable represented by the growth rate of GDP (Y) and the
explanatory variable represented by the rate of total spending on education
(X1), meaning that the rate of economic growth causes total spending on
education at a significant level. Less than (5%) in Malaysia for the period
1990-2020.

Key words:
Economic Growth, Spending on Education, Human Capital, Toda
yamamoto causality, Malaysia.
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Unit Root Test Table (Augmented Dickey-Fuller)
At Level
Variables LNY LNX1 LNX2 LNX3
| t-Statistic | -1.4531 | -2.2341 | -4.7372 -2.6760
With Constant Prob. 0.5431  0.1991 0.0007 0.0899
| Significant | No No [ wer | *
. t-Statistic  -1.9214 23106  -5.2638 -1.8118
g‘etfl‘dc"““a“t& [ Prob. | 06186 | 04159 | 00010 | 0.6738
Significant No No ok No
Without Constant & | t-Statistic | 2.0825 | -0.4796 | -2.3477 | -0.2169
Trend Prob. 0.9892  0.4995 0.0206 0.5997
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U=
| Significant | No | No [
At First Difference
Variables d(LNY) | d(LNX1) | d(LNX2) | d(LNX3)
| t-Statistic | -4.4903 | -6.4310 [ ------—-- -3.8865
With Constant Prob. 0.0013  0.0000  --------- 0.0061
| Significant | e | e [ [ e
. t-Statistic 45321  -6.4647  ------e-- -4.1419
g‘g} dc"“Sta“t& [ Prob. | 0.0060 | 0.0001 | —e- [ 0.0147
Significant Hekok o — ok
. | t-Statistic | -4.0830 | -6.5297 | ---------- | -4.0089
ﬁ‘:ﬁgut Constant & Prob. 00002 0.0000 - 0.0003
| Significant | %+ | i | FHE
AN e (XY oY) die Ay ginall 5 e ) (o) e 0SS -
Asiaal) a2e ) (No) e —
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Lag LogL LR FPE AIC SC HQ
0 -20.65744 NA 6.84¢e-05 1.761246 1.951560 1.819427
1 57.28121 | 128.0421* | 8.32e-07* | -2.662944* | -1.711369* | -2.372038*
2 73.19005 21.59058 9.07e-07 -2.656432 -0.943598 | -2.132802
3 85.95804 13.67999 1.41e-06 -2.425574 0.048520 -1.669219
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i mj el Y (LM) pladn il asi oz dgaill (s oo (33 bl agng p2e e SEI Ja e
25ng e pati Ll Abadl il Ll 3l JBlgr g (13 BLD a9y pe e SLEAY) 13g] aaal
bl Janll 3 LSy z3saill sy o 5 Jals
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VAR Residual Serial Correlation LM Tests

Sample: 1990 2020

Included observations: 30

Null hypothesis: No serial correlation at lag h

Lag | LRE* stat df Prob. Rao F-stat df Prob.
1 14.20347 16 (0.5836)N° 0.885068 (16, 55.6) (0.5886)N°
2 21.25719 16 (0.1688)N° 1.405068 (16, 55.6) (0.1735)N°
3 10.56405 16 (0.8356)N° 0.638820 (16, 55.6) (0.8382)N°
4 16.74478 16 (0.4023)N° 1.065702 (16, 55.6) (0.4080)N°
5 10.72828 16 (0.8259)N° 0.649627 (16, 55.6) (0.8287)N°
6 9.669919 16 (0.8833)N° 0.580480 (16, 55.6) (0.8852)N°
7 14.37839 16 (0.5705)N° 0.897268 (16, 55.6) (0.5757)N°
8 17.83425 16 (0.3337)Ne 1.145413 (16, 55.6) (0.3394)N°

Agiaal) pse ) (No) il -

Eviews 12 4y Glayie Ao alaeVh Galildl dlae] (e 1 jiaal)
gng pae o pali lly paall Al Jod N e g LEAY) @il s Slel (¥) Joaal)
(10) e ST a il maaaly )laa) STy Bdlaia¥) dadll of 6 z3sail) JBlsy o 13 Lol

i saill Blod andall gl Lol cEG

«(Jarque-Berra) ;Lad) alasioals ags ol claads leiss £555 235l oy of e S Aol e
Lol by s el Bl of (o LAY 13g] paall A h a3
g asaill Blgd andall aujgil) L) gl :(¢) Jgaal

Orthogonalization: Cholesky (Lutkepohl)
Null Hypothesis: Residuals are multivariate normal
Sample: 1990 2020
Included observations: 30
Component Skewness Chi-sq df Prob.*
1 -0.470291 1.105866 1 0.2930
2 0.269105 0.362088 1 0.5473
3 -1.184202 7.011668 1 0.0081
4 0.408377 0.833858 1 0.3612
Joint 9.313480 4 (0.0537)*
Component Kurtosis Chi-sq df Prob.
1 2.770047 0.066098 1 0.7971
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Orthogonalization: Cholesky (Lutkepohl)

Null Hypothesis: Residuals are multivariate normal

Sample: 1990 2020
Included observations: 30

2 2.935627 0.005180 1 0.9426

3 5.050162 5.253957 1 0.0219

4 2.649609 0.153467 1 0.6952
Joint 5.478702 4 (0.2416)N°

Component Jarque-Bera Df Prob.

1 1.171964 2 0.5566

2 0.367267 2 0.8322

3 12.26562 2 0.0022

4 0.987325 2 0.6104
Joint 14.79218 8 (0.0633)*

*Approximate p-values do not account for coefficient estimation.
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VAR Residual Heteroscedasticity Tests (Levels and Squares)

Sample: 1990 2020
Included observations: 30

Joint test:
Chi-sq df Prob.
84.15793 80 (0.3536)N°
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Toda-Yamamoto Teat
Sample: 1990 2021

Lags: 1

Included observations: 29

Y X1 X2 X3
Y [9.0415] [5.9223] [0.3807]
Prob. 0.0109)¥* | (0.0401)** | (0.8267)N
X1 [1.4856] [0.2586] [0.0389]
Prob. (0.4760)~° (0.8787)%° | (0.9807)N
X2 [1.0022] [1.6597] [0.2346]
Prob. (0.6059)N° (0.4361)N° (0.8893)N°
X3 [19.9727] [10.3496] [4.4449]
Prob. (0.0000)*** | (0.0057)*** | (0.1083)N
All [26.5559] [13.0345] [8.8908] [0.5944]
df 6 6 6 6
Prob. 0.0002)+* | (0.0425)** | (0.1798)% | (0.9965)
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